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Introduction

As the starting and ending point for long-term planning,
strategic planning helps establish guidelines for developing
operational and financial plans. At the highest level, the board of
directors sets goals for maximizing shareholder value and
corporate growth. Then, strategic planners rationalize key
objectives, weigh investment alternatives and translate higher
order goals into discrete financial targets and performance
metrics for the rest of the organization.

Although strategic planning is typically performed by a small
group— or even an individual—its outcome has major
significance for the entire organization and its stakeholders.

Strategic planning is an iterative process that requires top-down
and bottom-up planning, the latest forecast information and
robust workflow and procedures, so that gap resolution and
negotiation can be facilitated. You obtain optimal results when a
uniform planning platform supports the process. Most
companies, however, see results that are anything but optimal,
with their strategic planning process being plagued by multiple
areas of dysfunction:

+ Information access. Strategic planners have great difficulty
finding the information they need, which is typically scattered
over disconnected general ledgers, ERP applications or other
systems, hidden in spreadsheets on a laptop somewhere or
buried in a file folder on someone’s desk. The bottom line is
that planners can’t get a full, accurate view of their businesses.

« Version control. A perpetual headache is trying to determine
who has the latest information. Spreadsheet-based planning
makes effective versioning next to impossible, while managing
change or maintaining audit trails are problematic, at best.

« Cycle time. It takes so long to create a full strategic
enterprise plan that by the time it’s complete, conditions have
changed and the plan is no longer relevant.

+ Accountability. Who owns what information? And whose
information is accurate? Too many companies spend time
debating the numbers than actually discussing strategic
business goals. The tedious process of pulling together myriad
spreadsheets leaves too much room for revision, confusion
and error— and no one is really accountable.

« Predictability. In most companies, the question is, “What
predictability?” If the numbers are unreliable and you have
based your strategic vision on best guesses and gut instinct,
there really is no clear sense of where your business is headed.
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Clearly, a reliable approach to continuous enterprise-wide
strategic financial planning is required. The IBM Cognos®
Strategic Finance Performance Blueprint Powered by TM1
provides that approach.



Business Analytics 3

Introducing the Strategic

Finance Blueprint

The Strategic Finance Performance Blueprint Powered by TM1
provides a complete performance management framework that
planners can use for clearly identifying, structuring and
measuring organizational objectives coherently and logically. It
supports a Web-based process for defining long-term objectives,
analyzing scenarios, supporting decision-making, and measuring
success. And the Blueprint facilitates information access,
simplifies version control, boosts accountability and increases
predictability in the strategic planning process.

Blueprint benefits

The Strategic Finance Blueprint Powered by TM] is the ideal
replacement for unreliable spreadsheet-based approaches to
long-term enterprise financial planning. It enables users to
evaluate their success in meeting goals over multiple years with
reliable, consistent modeling tools. The Blueprint also:

« Facilitates long-range strategic planning over a 10-year period

+ Evaluates the impact of multiple strategies

+ Allows for personalized comparison and analysis of what-if
growth scenarios with sandboxes

+ Facilitates evaluating internal or external growth opportunities

+ Enables merger and acquisition (M&A) planning

« Provides an assessment of your current portfolio for analysis
and impact of divestitures

+ Includes tax and credit rating impacts

+ Includes a full set of consolidated financial statements with
distinct views for base growth, acquisitions and divestitures

Blueprint features

The Strategic Finance Blueprint Powered by TMI integrates
readily with the IBM Cognos performance management
platform. It features:

+ Integrated workflow and process management

+ High-performance planning with IBM Cognos TM1

+ Web-based deployment of models for data collection
and consolidation

+ Integrated Cognos 8 Business Intelligence reports,
analysis and dashboards

+ Functionality for strategic target setting, mergers/
acquisitions/restructures, divestitures and asset
management, cashflow management, KPIs and
financial/non-financial planning
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A closer look at the Strategic

Finance Blueprint

The Strategic Finance Blueprint Powered by TM1 offers strategic
planning departments and legal entities or divisions a
methodology for long-range strategic planning over a ten-year
period. The underlying premise is that cash is generated (or
used) by core operations and strategic decisions touching
investment and divestiture strategies are largely driven by the
cash position of the core operation.

"This Blueprint addresses multiple aspects of M&A planning
which, along with cash management and divestiture functions,
represent key decision areas for corporate strategic planners.
Along with a full set of financials for acquisition alternatives, the
Blueprint provides additional what-if scenarios for comparison.
The resulting process gives planners insight into various key
economic indicators and shareholder results.

Key Cognos TM1 Benefits

In addition to the benefits specific to this Blueprint, Cognos
TMLI offers:

+ Flexible Blueprint development

+ Web-based deployment of models for data collection
and consolidation

+ On-demand workflow

+ On-demand consolidation

+ On-demand browser-based calculations to yield
immediate results

+ Scalable architecture

+ Capability to execute form-based planning using selection
boxes to drive application logic and calculations

« Sandboxing to create personal scenarios for what-if analysis

On-demand workflow visibility

The users of this Blueprint most likely constitute a small group,
usually a corporate strategic planner and legal entities. The
corporate planner provides input to internal and external
investment responsibility—including mergers and
acquisitions—and the legal entity contributors manage the
cash and investments for their respective organizational
segment. Their views are limited to planning for items such as
capital improvements and divestitures. Consequently, they will
not see screens for merger and acquisition planning. However,
because companies provide varying levels of responsibility for
business units, they should consider modifying Blueprint views
to accommodate specific needs.

Because all workflow status changes, data consolidations, and
aggregations occur as information is saved, the total company
outcome is immediately available.
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Strategic finance portal In the upper left, a line graph shows the Income Statement
From the Strategic Finance Portal, users can view financial outcomes for various scenarios: best case, most likely and worst
statements and key metrics, with indicators showing case. This graphic is invaluable for making the type of what-if
performance against target. Users may select from various decisions required in most organizations. The top-right
what-if scenarios for comparison. graphic—in the form of a “waterfall chart”—shows the

incremental impact of acquisitions and divestitures for the
Income Statement. The bottom left graph shows a comparison
of debt to equity with a scenario comparison of various metrics,
including revenue, volume, COGS and margin dollars.
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[ Income Statement [ shareholder view i KPI Detail EHKPI Review @Operating Revenue fH Operating Expense [ Taxation fBalance Sheet

[#iBalance Sheet Assumptions ff cashfiow i cashfiow Management [#Debt Divestitures [FAMaA Feasibility [ZAMaA Valuation {FBalance Sheet Flows

[ Assumptions i credit Rating

Rows: Columns: Context:
OperatingRevenue | b Year o orporate | S w [ Mostlikely o
% [Measure Operating Accounts] % [Year] Organization]| " [Percent of Revenue]| % [Scenario Plan]
— 21 212 213 w14 215 216 2017 2018 013 10yrTotal |
_ﬁ| 61,470,309 64,370,057 66,868,911 67,156,080 67,921,327 69,003,022 69,089,110 69,835,734 69,501,082 665,001,404
Rate 446.99 446,69 446.81 445,53 446,68 446,83 446.95 446.91 447.11 447.18 4468.73
Revenue 26,723,642 27,458,172 28,761,185 29,862,318 29,997,278 30,349,287 30,840,901 30,876,614 31,224,255 31,079,494 297,173,146
COGS Rate 113.46 11186 113.12 113.06 113.12 113.18 113.24 113.09 113.25 113.12 113.04
Costof GoodsSold | 6,783,294 6,863,775 7,281,541 7,560,199 7,506,696 7,687,336 7,813,902 7,813,287 7,908,897 7,861,962 75,170,889
Margin 15,940,349 20,594,398 21,479,644 22,302,119 22,400,582 22,661,951 23,025,998 23,063,327 23,315,358 23,217,531 222,002,257
Margin % 74.62%  75.00% = 74.68%  74.68%  7468%  7467%  7466% = 7470%  74.67%  74.70% 74.70%
Multipliers
volume Growth % .00% 2.82% 4.72% 3.88% 43% 1.14% 1.59% 12% 1.08% -48% 15.30%
Revenue Growth % .00% 2.75% 4.75% 3.83% 45% 1.17% 1.62% 12% 1.13% -46% 15.35%
Revenue plan To that end, the Strategic Finance Blueprint Powered by TM]1
Revenue modeling is the backbone of any strategic planning provides the following industry-leading features:
process. The ability to establish what-if scenarios is critical to
providing context for M&A and debit modeling. « Sophisticated modeling, including personalized what-if scenarios

+ High-performance revenue and volume growth planning
using driver-based principles and top-down outcome drivers
« Easily adaptability with any business model
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[ Income Statement [ shareholder View [EHKPI Detail fHKPI Summary FHKPI Review [ credit Rating @Operatjng Revenue @Operaﬁng Expense fTaxation

fBalance Sheet Assumptions £ cashfiow from Operations E cashflow Management fiDebt ¥ Divestitures [Himan Feasibility {maa valuation Efiman Synergies

EAssumpﬁons
Rows: Columns: Context:
: KPIReview : Scenario KPIs ¢ Most Likely : Corporate s 2010
*  [Measures] b * [Scanario KPIs] M % [Scenario Plan] | & [Organization] | & [Year] b
Q Post-Acquisition '+ Variance Movement TargetValue TargetMin TargetRating Industry Avg Industry Rating
Economic Value Added § 1,350,387 2,343,843 993462 + 4,000,000 2,400,000 Bad 2,500,000 Bad
EVA % 21.41% 33.33%  11.92% + 30.00%  20.00% Excellent 35.00% OK
EVA $NPV 21,671,370 15,541,705 (6,129,665) - 15,500,000 12,000,000 Excellent 20,000,000 OK
DUPONT ANALYSIS 0 0 0- 0 0 0
Return on Assets 2.758 2.704 (0.054) - 10,000 9.000 Bad 5.000 Bad
Return on Eqity 0.271 0.217 (0.054) - 0.250 0.200 OK 0.240 OK
ROCE 14.25% 19.63% 538% + 15.00%  10.00% Excellent 20.00% OK
ROIC 27.09% 27.09% 00% - 25.00%  20.00% Excellent 30.00% OK
EPS $2.229 $2.229 $.000 - $2.500  $2.000 OK $1.800 Excellent
Earnings per Employee 282.69 1,348.12 1,065.42 + 1,200.00 1,000.00 Excellent 1,400.00 OK
ACCOUNTS RECEIVABLE RATIO 45.0 45.0 0.0 - 0.0 45.0 Excellent 47.0 OK
INVENTORY RATIO 22.9% 22.9% 0% - 25.0% 20.0% OK 25.0% OK
COVENANTS 0 0 0- 0 0 0
Inventory (TL/TTA) 47.8% 147.3% 99.6% + 100.0% 50.0% Excellent 80.0% Excellent
Gearing (D/TTA) 47.8% 147.3% 99.6% + 100.0% 50.0% Excellent 80.0% Excelent
Debt Ratio 0.47 1.47 1.00 + 1.50 1.00 OK 2.00 OK
Cnverane Ratin 76R 27 AR (261 RA) - 1n.nn 1N.NN Rad 1n.nN Rad
KPI review Mergers and acquisitions feasibility
The key features of the KPI review model include: Mergers and acquisitions are key to growth in today’s business
environment. The ability of an organization to identify and
« Live KPI updates that show the impact of strategy changes analyze impacts quickly is critical to executing a long-term
on a range of built-in KPIs and compare them with targets strategy. The M&A Feasibility model provides the following key
and other benchmarks features to facilitate this process:
« Ability to add new KPIs and make changes to existing
ones easily « Ability to plan for speculative acquisitions, including analysis
+ Ability to view detailed working calculations, formulas of deal structure and valuation analysis
and explanations to make each KPI meaningful + Multiple scenarios and multiple acquisition targets that can be
« Covenants also covered to track compliance stored and compared, with ability to turn on or off each option

+ Detailed synergy analysis for better valuation analysis



8  Strategic Finance Performance Blueprint Powered by TM1
© MY~ BB O~ (3O - @ T oE
[ Income Statement [ shareholder View Ekp1 Detail fEHKP1 Review @Opemﬁng Revenue @Maﬁng Expense [ Taxation ffBalance Sheet
{HiBalance Sheet Assumptions [ cashfiow [ cashflow Management Dbt [#HDivestitures [#maa Feasibility {Hmaa valuation f#Balance Sheet Flows
[ assumptions  EHlCreditRating
Columns: L —
‘ ¢l Debt Categories:Defailt || 5 MostLikely || ¢l Post-Acquisiton || #lcurrentyr |
§ DenCoegores] |7 ! Q{scenaro Pln]| | {{Scenanc Acquistions|”| & [vex |7
7 1/2% Series 6% 30 Year Note Revolving CreditLine Cap Expense Liability * Total Debt [
200,000 0 0 0 0 200,000
Opening Debt Balance 200,000 0 0 0 0 200,000
New Debt 0 15,200,000 10,000 902,122 90,000 16,202,122
Retired Debt 0 0 0 0 0 0
Ending Debt Balance 200,000 15,200,000 10,000 902,122 90,000 16,402,122
Interest Rate 5.00% 7.50% 6.00% 6.50% 4.00% 7.3%%
Interest Expense 10,000 1,140,000 600 58,638 3,600 1,212,838
Maximum Debt Allowed 500,000 20,000,000 2,000,000 500,000 5,000,000 28,000,000
Warning Exceeds Maximum

Debt modeling and management

A critical process in any corporate strategy, debt modeling and
management helps balance revenue expectations with the debt.
For debt modeling and management, the Strategic Finance
Blueprint Powered by TM1 provides the following key features:

+ Detailed cash flow and debt modeling, including funding
options such as share buybacks, debt types and optimization
of free cashflow/working capital

+ Modeling of debt repayment schedules, interest rate
fluctuations and cashflow utilization
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KPI dashboard

The Blueprint features a KPI dashboard for a long-term impact
analysis of your organization’s strategy that includes a critical
review of M&A, debt management and revenue impact. Using
the KPI dashboard, you can monitor these activities and obtain

a view of any of these processes:

+ Monitor and analyze multiple KPIs using Cognos 8
Business Intelligence
Compare multiple scenarios and entities

Flexibility to create and update reports without programming
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File Edit View Settings Run Help

he

!
Slrateglc Finance =
& [(JBalance Sheet
#-(CJCashflow from Operations
= (£ Income Statement
#-[()Scenario Plan
#-[C)Scenario Acquisitions
@ <5% Organization
# [vear
= Measures (20 of 67)
|1_—|ACCOUI\US RECEIVABLE RATIO
EADMINISTRATIVE COSTS
[L, Asset Turnover Ratio
[LBenefits
|1__,Book Value per Share
[LCash from Divestitures
|1__,Clos|ng Income Tax Payable
[L, compound Future Value
[L Compound Future Value_Cum(Hidden)
[L Cost of Capital
[L,covENANTS
ﬂ_—,Coverage Ratio
[L, cum_Acquisition_(Hidden)
[L, current Foreign Tax
[L,c¥ Taxable Income/(Loss)
|1__, Debt Category_1
|1__, Debt Category_2
[L,Debt Ratio
[L,Deferred Tax Payable
[LDepreciation and amortization

4|

¥ More

B @

B XoaQ | p-B | T-Z

~iS- 8- |[E =~ &~ - | 3 8
Rowrs: : Columns: Context filter:
¥ Measures (list) v/ , 10yr Total v ~
Next Yr CY+2 CY+3 CY+4 CY+5 CY+6 CY+7
| ACCOUNTS RECEIVABLE RATIO %.0 45.0 45.0 45.0 45.0 45.0 45.0
‘ ADMINISTRATIVE COSTS 0.00 0.00 0.00 0.00 0.00 0.00 0.00
‘ Asset Turnover Ratio 32.306 33.796 14.865 9.094 6.250 4.445 3.405
‘ Benefits 0.00 0.00 0.00 0.00 0.00 0.00 0.00
‘ Book Value per Share 6.00 6.00 6.00 6.00 6.00 6.00 6.00
‘ Cash from Divestitures -245000.00 0.00 0.00 0.00 0.00 0.00 0.00
Closing Income Tax Payable 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Compound Future Value 1352737.06 1396131.14 1666108.65 1550018.37 1557589.18 1654266.84 1484754.02
Compound Future Value_Cum(Hidden) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
‘ Cost of Capital 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00%
‘ COVENANTS 0.00 0.00 0.00 0.00 0.00 0.00 0.00
‘ Coverage Ratio 5.25 5.79 5.85 6.10 6.52 6.52 6.68
— Kl |

Trend Analysis

The Strategic Finance Blueprint Powered by TM1 also provides

trend analysis that includes:

+ Free-format analysis of all information using
Cognos 8 Business Intelligence

Graphic analysis using many built-in chart types
+ Drag-and-drop user interface

Publish any view as a report, share among colleagues,
distribute in many document formats, such as PDFE.
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Summary

The Strategic Finance Blueprint Powered by TM] is a fully
flexible and scalable integrated set of sophisticated financial
models that you can use to collect targets, drive them
integrally bottom-up and top-down, and feed information
from the rest of Cognos TM1. Strategic planners can model
enterprise-wide scenarios such as restructures and divestitures.
These scenarios can include functions like cash flow, balance
sheet, taxation calculations, operating revenue and expenses,
along with as divestiture of current assets and acquisition of
new assets in the normal course of business.

Strategic Finance Blueprint advantages
Functionality:

« Break-back

o Built-in formulas

+ Dynamic model changes

+ 'Test changes before commit

« Built in Dev & Test environments

Architecture:

« Spreadsheet integration — both ways
+ Blintegration

+ Data integration

+ Web deployment

Proven customer base:

+ Designed ground-up for Planning
+ Over 3000 customers globally

+ A flagship IBM Cognos solution

+ Huge R&D dedication

Skills and experience:

+ Network of partners

+ Usable internal skills

» Large market of experience users
» Standardization acceptance

For more information about how the Cognos Strategic
Finance Performance Blueprint can help your organization
improve its strategic planning, please visit the Cognos
Innovation Center at: ibm.com/cognos/innovation-center.

About the IBM Cognos Innovation Center for

Performance Management

The IBM Cognos Innovation Center was established in North
America and Europe to advance the understanding of proven
planning and performance management techniques,
technologies, and practices. The Innovation Center is
dedicated to transforming routine performance management
practices into “next practices” that help cut costs, streamline
processes, boost productivity, enable rapid response to
opportunity, and increase management visibility.

Staffed globally by experts in planning, technology, and
performance and strategy management, the Innovation Center
partners with IBM Cognos software customers, academics,
industry leaders, and others seeking to accelerate adoption,
reduce risk, and maximize the impact of technology-enabled
performance management practices.

About IBM Business Analytics

IBM Business Analytics software delivers complete, consistent and
accurate information that decision-makers trust to improve
business performance. A comprehensive portfolio of business
intelligence, advanced analytics, financial performance and
strategy management and analytic applications gives you clear,
immediate and actionable insights into current performance and
the ability to predict future outcomes.

Combined with rich industry solutions, proven practices and
professional services, organizations of every size can drive the
highest I'T productivity and deliver better results.

For more information
For further information or to reach a representative:
ibm.com/cognos

Request a call

"To request a call or to ask a question, go to ibm.com/cognos/
contactus. An IBM Cognos representative will respond to your
enquiry within two business days.


http://www-01.ibm.com/software/data/businessintelligence
http://www-01.ibm.com/software/data/businessintelligence
http://www-01.ibm.com/software/data/info/spss/
http://www-01.ibm.com/software/data/cognos/financial-performance-management.html
http://www-01.ibm.com/software/data/cognos/financial-performance-management.html
http://www-01.ibm.com/software/data/cognos/products/cognos-analytic-applications/
http://www.ibm.com/cognos
http://www.ibm.com/cognos/contactus
http://www.ibm.com/cognos/contactus

© Copyright IBM Corporation 2010

IBM Canada Ltd.

3755 Riverside Drive
Ottawa ON KI1G 4K9
Canada

Produced in Canada
April 2010
All Rights Reserved

IBM, the IBM logo, ibm.com and Cognos are trademarks or registered
trademarks of International Business Machines Corporation in the United
States, other countries, or both. If these and other IBM trademarked terms
are marked on their first occurrence in this information with a trademark
symbol (® or ™), these symbols indicate U.S. registered or common law
trademarks owned by IBM at the time this information was published. Such
trademarks may also be registered or common law trademarks in other
countries. A current list of IBM trademarks is available on the Web at
“Copyright and trademark information” at ibm.com/legal/copytrade.shtml

Other company, product and service names may be trademarks or service
marks of others.

References in this publication to IBM products and services do not
imply that IBM intends to make them available in all countries in which
IBM operates.

Any reference in this information to non-IBM Web sites are provided for
convenience only and do not in any manner serve as an endorsement of
those Web sites. The materials at those Web sites are not part of the
materials for this IBM product and use of those Web sites is at your

own risk.

P24473

‘%(9 Please Recycle

YTW-03029-CAEN


http://www.ibm.com
http://www.ibm.com/legal/copytrade.shtml

